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2 
GREECE: KEY ECONOMIC INDICATORS 


All values in US $ million and represent period averages unless otherwise indicated. 
Exchange Rate: US $1 = 37.1 (1979), 42.6 (1980), 52 (1981, est.) drachmas. 


1979 1980 % Change 1981 b/ 
80/79 

INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices c/ 39,742 42,226 -3 a/ 42,900 
GNP at Constant (1970) Prices c/ 12,843 11,353 -11.6 a/ 9,440 
Per Capita GNP, Current Prices US $ c/ 4,210 4,435 -3a/ 4,470 
Gross Fixed Asset Formation, Current Prices d/ 6,337 6,350 2 a/ 6,240 
Disposable Personal Income, Current Prices 30,800 b/ 32,200 5 a/ 33,000 
Indices: (1970=100) 

Industrial Production 193.8 197 b, . 200 

Avg. Labor Productivity N/A N/A N/A 

Avg. Industrial Wage 431 523 637 
Avg. Industrial Wage, Drachmas Per Day 548 665 810 
Labor Force (millions) e/ 3.1 b 3.1 3.1 
Avg. Unemployment Rate (non-agric) % f/ . 2.8 b, 2.9 


MONEY AND PRICES 

Money Supply 65545 
Bank of Greece Rediscount Rate g/h/ 20.5 h/i 
Consumer Price Index (1974 = 100) 241 
Wholesale Price Index (1970 = 100) 5 428 
Retail Sales Value Index (June 1974 = 100) 3 278.7 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves j/ 15275 
External Public Debt j/, k/ 4,300 
Total External Debt j/, 1/ 7,200 b 
Debt Servicing as % of Current Receipts 
from Exports and Invisible Earnings m/ 
Current Account Deficit n/ -2,222 18.2 
Trade Deficit n/ 10.2 
Exports, FOB n/ 4.1 
US Share % o/ . -0 b/ --- 
Imports, CIF n/ 7.8 
US Share Z% o/ 5.7 5.5 b/ _— 
Main Imports from US Food products and live animals $154, $13; 
(1979, 1980 nine months) o/ machinery and transport equipment $104, $76; 
other manufactured goods $90, $68; chemicals 
$30, $29; raw materials $82, $96. 


a/ Because the drachma depreciated against the dollar, these percentages are different 
from the drachma value changes. GNP in constant prices rose by 3.9 percent in 1979 and an 
estimated 1.5 percent in 1980. b/ Estimate. c/ Market prices. d/ Excl. dwellings. 

e/ 1977 survey: 3.0 million. f/ Registered unemployed as % of salary and wage earners. 

g/ June-August 1979 15%. h/ September 1979 - June 1980 19%. i/ Since July 1980, 20.5%. 
j/ End Period. k/ Medium and long-term including suppliers’ credits. 1/ Medium and long- 
term public, private and suppliers' credits. m/ Debt servicing includes suppliers' 
credits of over one year. n/ Bank of Greece data. o/ Customs (National Statistical 
Service) data. 


Source: Bank of Greece, National Statistical Service, and other agencies. 





SUMMARY 


Greece became the tenth European Community (EC) member on January 
1, 1981, opening the door to new development possibilities. Align- 
ment to EC practices, begun during the 18 years of associative 
status, is to be accelerated during a general 5-year transitional 
period. EC accession comes at a time when lower growth, persistent 
inflation, and larger external deficits plague not only Greece's 
economy but those of other oil importing countries, including other 
EC member nations. 


Partially as a result of inflation, there has been continued pres- 
sure for devaluation of the drachma. Greece has thus far avoided 
the unemployment problems suffered by so many other countries, but 
underemployment is sizable. During late 1978, 1979, and 1980, 
Greece pulled back from policies emphasizing growth to policies 
aimed at stabilization. The monetary policy was tightened, and 
incomes restrained. On the fiscal side, State expenditures con- 
tinued, however, to grow and will do so also in 1981, partially to 
take advantage of EC development grants. Growth of the economy in 
1981 will probably be about 1 or 2 percent, about the same as in 
1980. The services sector, which dominates the economy, should 
continue to expand. The secondary sector, depressed by a construc- 


tion slump in 1980, may grow slightly in 1981. 


Skyrocketing oil prices pushed Greece's 1980 import bill close to 
$11 billion and the trade deficit to a record $6.8 billion. Re- 
ceipts from invisibles (shipping, tourism, and workers' remit- 
tances from abroad) and inflows of capital ameliorated the problem, 
but Greece still had to borrow over $1 billion in 1980. Despite 
the prospect of growing current account deficits, Greece's strong 
credit rating continues to assure loans on favorable terms. 


EC accession has increased opportunities for foreign firms to sell 
Greece goods and services, especially those related to development 
of oil and other sources of energy. U.S. companies offering high 
technology and modern management-related services should be highly 
competitive in both quality and price. 


U.S. firms may have more difficulty in competing for sales of goods 
as European firms have the advantages of lower transportation costs 
and an increased tariff edge. At the same time, U.S. firms should 
benefit from the easing of import licensing requirements. U.S. 
export opportunities are especially good for aircraft, avionics, 
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air traffic control, data processing, and communications equipment. 
Approximately 200 American companies have regional offices in 
Athens for marketing in the Middle East and North Africa. 


Under a 1981 Greek law, investment incentives, including grants, 
could make investment in Greece more attractive to Americans. The 
larger grants are earmarked for such purposes as manufacturing in 
remote areas, pollution control, energy conservation, and mineral 
and industrial research, which would contribute more to a balanced 
growth in Greece. - Projects in the minerals sector may also be of 
special interest to U.S. investors. 


CURRENT ECONOMIC SITUATION 


EC Accession Represents a Milestone in Greek Development. EC ac- 
cession signifies a merger of the $43 billion Greek economy with the 


$2.4 trillion economy of the other nine EC countries. The resulting 
changes which could pervade all aspects of the economy offer new 
Opportunities and challenges, as well as benefits and problems. 
Greece began to deal with these during the 18 years of association 
from 1962 through 1980, and will continue the process of gradual 
alignment with EC economic and commercial practices during the 5 
years of the general transition period. Thus, any economic dis- 
locations that could result from membership should be eased by 
careful phasing. For example, while almost all EC tariffs on Greek 
goods have been abolished, Greece has a schedule which runs through 
1985 for gradually eliminating its significant remaining tariffs 
and quotas on EC goods and aligning tariffs on third countries' 
exports with the Common Customs Tariff. Similarly, the various 
measures of the Common Agricultural Policy will generally be phased 
in during 1981-1985. Capital and labor are to move freely back and 
forth between Greece and the other nine only after the end of 1985 
and 1987, respectively. 


The immediate problems resulting from accession may seem more 
Onerous to many than they should because accession occurred at a 
time of international recession, when most of the advanced indus- 
trial powers were struggling with growing inflation and unemploy- 
ment, and decelerating or stagnant growth. In addition, criticism 
is usually raised several decibels during an election year, and 
elections must be held in Greece by November 1981. It is true that 
the consumer has been pinched by higher food prices, especially for 
meat, which are rising to the EC agricultural price levels, and 
that many of the smaller farmers and business people are threatened 
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by larger, more efficient competitors. At the same time, grants 
and loans from the Regional Development Fund, the agricultural 

fund (FEOGA), and the European Investment Bank should stimulate the 
economy, especially in the rural and more remote areas, and produc- 
tion on a larger, more efficient unit basis might lower prices and 
improve quality. Perhaps of greatest importance, Greece will now 
participate actively in the economic decisions made by the more 
industrially advanced Western European countries, which affect its 
prosperity so significantly. 


Greece fights against dangers of stagflation. Greece entered the 
1980's facing deceleration of growth, persistent inflation, and 


higher balance-of-payments deficits: Problems all too familiar to 
other oil importing industrialized and developing countries. In 
contrast, in the 1970's, Greece had enjoyed high annual growth 
rates of over 5 percent. During the halcyon 1975-78 period, the 
Government's expansionary monetary, fiscal, and income policies, 
assisted by a relatively favorable international economic climate, 
resulted in increasing disposable incomes, higher imports of cars 
and luxury goods, and a booming residential construction. Unfortu- 
nately, productive investment and productivity lagged behind while 
inflationary pressures and expectations continued to build. After 
the middle of 1978, the Government gradually moved to less expan- 
Sionary policies and price controls. While’ a tightening of the 


incomes and monetary policies helped curtail economic growth, in- 
flation rose from about 13 percent annually during the years 
1975-78 to 19 percent in 1979 and 25 percent in 1980, due to sharp 
oil price increases, substantial wage rises, and generous govern- 
ment support of the agricultural sector. 


Recent Greek inflation, running roughly twice the average of that 
of the other nine EC countries, has exerted significant pressure on 
the drachma. Following the May 1980 announcement of a stabilizing 
policy, the drachma fluctuated around a rate of 43 to 1 U.S. dollar 
until mid-October 1980. During the following 4 months, as the dol- 
lar appreciated the drachma depreciated about 16 percent along with 
other European currencies. By mid-April 1981, the drachma had 
depreciated slightly against the European Currency Unit but had 
stabilized against the dollar. Further depreciation of the drachma 
depends upon developments in the world money markets and the Greek 
Government's economic policy priorities and needs. Depreciation 
which could enhance competitiveness of Greek exports and dampen 
demand for foreign goods would result in increasing imported infla- 


tion. Since the end of 1980, an interbank foreign exchange market 
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has been operating in Athens, and the drachma has been quoted on 
the Paris foreign exchange. 


The 1981 monetary program gives priority to the private sector 
credit expansion, while curtailing that of the public sector. 
During 1979 and 1980, monetary and credit restraint was applied 
mainly to the private sector, while the banking system was called 
on to accommodate growing public sector deficits. In 1980, higher 
interest rates were introduced which have lured larger deposits to 
the banks. 


Fiscal policy in 1981 is more expansionary than in 1980. The reg- 
ular budget, which includes the current expenditures of the Minis- 
tries, is up 24 percent, and the investment budget is up 54 per- 
cent. The large increase in the investment budget, which bore the 
brunt of the 1980 cuts, aims at taking advantage of EC Regional 
Development Fund grants, projected at 125 million European Units of 
Account (EUA). Even with a significant net benefit from the EC in 
1981, the total public sector deficit, which includes that of the 
largely deficit-financed investment budget and the deficits of the 
extra-budgetary accounts and the public enterprises, is still 
likely to exceed 7 percent of the anticipated 1981 gross national 
product (GNP). The agreed 20 percent salary increases for civil 
servants and most of the 15 billion drachmas for earthquake assist- 
ance are to be paid out of a reserve fund. On the incomes side, 
the Government has called for limitation of increases to 20 percent 
(the officially projected inflation rate), except for minimum wage 
earners. Should inflation exceed this target, a lump sum payment 
would be considered later in the calendar year. Recent tax cuts 
have been designed primarily to help low wage earners, who were the 
hardest hit when the average wage did not keep pace with inflation 
in 1980. 


Greece's unemployment rate compares favorably with those of other 
countries in the Organization for Economic Cooperation and Develop- 
ment (OECD). The registered jobless represent only about 3 percent 
of the urban and semiurban salary and wage earners, a measure which 
is commonly referred to as the unemployment rate. Since this 
measure does not, however, capture youth or rural unemployment, a 
new method consistent with EC practices is to be adopted, for 

which the 1981 census should provide useful data. Meanwhile, most 
estimates place the national unemployment figure higher than 3 
percent, also noting that underemployment is significant. As of 
April 1981, the economic slowdown had not created any significant 
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unemployment problems because the labor market had been tight in 
the late 1970's and the Greek economy is characterized by self- 
employment and small units. However, unless nonagricultural sec- 
tors increase their growth in 1981, available jobs will decrease. 
In comparison with the late 1970's, more frequent strikes of longer 
duration in 1980 and 1981 have emphasized labor's frustration with 
inflation's effect on the purchasing power of their wages. 


Prospects are slim for early and strong recovery as Government 


stabilization policies continue and industrialized countries experi- 
ence problems. With the Greek Government's predicted recovery 


during the second half of 1981, GNP could well grow 1-2 percent, 
roughly the same as in 1980. The tertiary sector in Greece tra- 
ditionally plays the greatest role in economic activity, since it 
accounts for half of total GNP. Although this services sector is 
the most elusive in terms of reliable indicators, real growth in 
1981 might be around 2 percent as it was in 1980. Transportation, 
and particularly shipping, is the most dynamic of the service 
industries. While public administration expenditures continue to 
expand, weak demand reflected in a drop in retail sales volume 
could cause commercial and banking activities to decelerate. 


Secondary sector production, which showed a small decline (in real 
terms) in 1980, may increase slightly in 1981. The construction 
sector, depressed in 1980 by the credit squeeze and cost increases, 
should recover in 1981 as the Government eases up on credit con- 
straints and also provides money for rebuilding in the areas hit 
by the earthquakes. Industrial production, which increased 1-2 
percent in 1980, should accelerate later this year if domestic and 
foreign demand strengthen. The Government has announced an in- 
crease in availability of credit for the private sector in 1981 
and is considering a selective lowering of interest rates to help 
businesses even before inflation eases. The primary sector, led 
by bumper crops to a real increase of about 11 percent in 1980, 
may increase slightly in 1981. 


Productive investment in 1980 continued its 6-year slump. Few 
OECD countries can boast a healthy investment climate in recent 
years, but Greece faces particular problems in that area. JHandi- 
capped by a small domestic market and geographically separated 
from its most important market, the EC, it must offset these fac- 
tors by offering additional benefits if it wishes to attract more 
foreign investments. Potential investors are also discouraged by 
the Greek labyrinth of lengthy procedures and bureaucratic require- 
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ments. Greece's accession into the EC and the new investment law 
1116/81 could stimulate a streamlining of the rules and regula- 
tions that have handicapped the administrative machinery and the 
banking sector. The investment incentives available under invest- 
ment law 1116/81 and developments in public investment are described 
in the section, "Implications for the United States" (page 9). 


Slow growth keeps balance-of-payments deficits at manageable levels 
despite a growing oil bill. The slowdown of the economy, the 


"voluntary import restraint agreement" between the Government and 
the business community, and the lack of any speculative stock- 
piling resulted in lower than anticipated increases in the balance- 
of-payments deficits in 1980. About 80 percent of the increase 
came from higher oil imports, which rose 31.6 percent to $2.9 bil- 
lion. Thus, oil products, the bulk of State imports, accounted for 
a record 26.6 percent of total imports. Private sector imports 
increased only 1.1 percent, implying a drop in volume. Of these 
imports, the increase in raw materials was the most significant. 
Imports of industrial consumer goods, hit by the voluntary re- 
straint agreement, and the drop in demand declined substantially. 
Automobile imports were particularly depressed by additional taxes, 
declining from $322 million in 1979 to about $111 million in 1980. 
Although exports were handicapped by weak international demand, 
they were still up in both volume and value in 1980. Textiles, 
metal products, and cement were the leading exports, while chem- 
icals and pharmaceuticals, furs, minerals, and tobacco also in- 
creased. In 1980, shipping receipts were up 19.6 percent to $1.8 
billion. The Greek merchant marine continues to expand; Greek 
interests control about 4,500 ships, exceeding 50 million gross 
tons. Despite a 9 percent drop to about 5 million tourist arrivals, 
tourism receipts increased 4.3 percent to $1.7 billion. Emigrant 
and worker remittances, down as a result of fewer Greeks working 
abroad, were about $1.1 billion. Thus, in 1980, the net invisibles 
surplus rose to $4.6 billion, leaving a current account deficit of 
$2.22 billion, up 18.1 percent from 1979. Most of the deficit was 
covered by private capital inflows. Entrepreneurial capital im- 
ports and those for the purchase of real property were strong. 
Supplier credits also rose substantially. Official borrowing, 
which more than doubled to exceed $1.2 billion, was used to cover 
the rest of the current account deficit and slightly increased 
amortization payments, as well as to increase reserves by $147 
million to $1.3 billion. 
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Assuming a mild economic recovery later this year and a moderation 
of oil price increases, the trade deficit will probably increase 
about 10 percent again in 1981. Even with a small increase in im- 
port volume, the expected $3.5 billion oil bill could push the 
total imports up about 10 percent. Of the invisible receipts, 
shipping is expected to exceed the $2 billion mark, which tourism 
might approach, while emigrant and worker remittances could add 
another $900 million. With projected net invisibles below $5 bil- 
lion, the current account deficit would be up 10-15 percent to 
about $2.5 billion. Even if private capital inflows continue to 
be strong, borrowing requirements will still exceed $1 billion. 
Greece continues to contract loans at favorable terms due to its 
strong credit rating. Reserves in early 1981 could cover little 
more than 1 month of imports, but Greece's 3.8 million ounces of 
gold included in the reserves are still officially valued at SDR 
Ja 


IMPLICATIONS FOR THE UNITED STATES . 


EC accession enhances prospects for development projects and re- 
lated contracts. Gradual alignment with EC economic and commercial 


practices and immediate availability of EC developmental grants 

and loans should be of particular interest to companies offering 
high technology and modern management-related services. U.S. firms 
should continue to capture contracts for such services as they 
often offer quality advantages as well as price competition. Activ- 
ities with the greatest potential and those where U.S. firms have 
already been successful include exploration and production of oil 
and minerals, the development of alternate sources of energy, and 


creation of a petrochemical complex. 


International tenders were issued on May 11, 1981, for oil pros- 
pecting and eventual development in accordance with Greek petroleum 
legislation (law 468/76), and under the supervision of the Public 
Petroleum Corporation (DEP) in the Ionian Sea (offshore Paxoi and 
Preveza), southern Crete (onshore and offshore), southwestern 
Peloponnesus (onshore and offshore Kyparissia), and onshore west- 
central Greece and the Nestos delta. Of the 52 firms which ex- 
pressed interest in bidding on oil prospecting contracts in one or 
more of the above areas, DEP shortlisted 18: 10 American, 2 
British, 2 French, 1 Dutch, 1 Belgian, 1 Canadian, and 1 Italian) 
to participate in the May 11 tender. The Danish drilling ship 
DANBARON has recently completed a 4,500 meter drilling off the 
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western coast of Corfu and will soon start a second one offshore 
western Peloponnesus. Results of the findings of seismic research 
will be used to determine whether the DANBARON will conduct 4-5 
additional drillings in Greek waters in 1981. 


The North Aegean Petroleum Corporation completed 15 of the 18 de- 
velopment drillings programmed for the Prinos concession off the 
island of Thassos by March 1981. Gradual commissioning of offshore 
and onshore facilities of the project is under way with the inau- 
guration ceremony set for May 24. Production is to be at 25,000 
barrels per day by September 1981. The North Aegean Petroleum 
Corporation has agreed to sell natural gas and sulphur from Prinos 
to the Phosphate Fertilizer Industry S.A., (at Nea Karvali, near 
Kavala). The natural gas, about 200,000 cubic meters daily, will 
be used as a fuel for the fertilizer company's ammonia unit, while 
the sulphur will go into the production of sulphuric acid and 
fertilizers. 


The Greek Government is sponsoring major projects with an estimated 
cost of more than $1 billion, with a view to creating by 1982-83 
the infrastructure necessary for Greek mining and metals industries 
using indigenous resources. Efforts have been stepped up to meas- 
ure known and newly found reserves and to explore countrywide for 


new deposits of chromite, mixed sulfides, lignites, bauxite, phos- 


phates, gold, industrial minerals, manganese, antimony, heavy min- 
erals, and rock salt. Government and private organizations are 


also examining the potential for development of copper deposits. 
Intensive government research is concentrated in enriching iron ore 
and phosphate deposits, developing technology for recovering 
uranium from lignite, and processing alluvial gold. Private firms 
also are developing technologies for saving energy in processing 
and upgrading of ores and for mineral processing methods (such as 
sulphurous ores). Specific projects are described in the follow- 
ing sections. 


U.S.-Greek cooperation in the energy field has been accelerated by 
activities promoted by the 1980 U.S.-Greek Agreement for Coopera- 
tion in the Economic, Scientific and Technological, and Educa- 
tional and Cultural Fields. As a means of reducing dependence on 
imported oil, which is currently the source of three-quarters of 
Greece's primary energy, the Greek Government has pledged the 
development of such domestic energy resources as oil and lignite 
and alternate sources of energy. Incentives for energy conserva- 
tion in industry and plans for large oil consuming industries to 
convert to the use of coal have also been developed. 
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The 10-year (1980-1989) power development plan of the Public Power 
Corporation (PPC) provides for the procurement, installation, and 


operation by 1990 (in addition to the units already tendered or 
committed) of four lignite units of 300 MW (megawatts) each, two 
coal-burning units of 350 MW each (which would be fed with im- 
ported steam coal), 20 hydroelectric units totaling 2,250 MW, and 
a nuclear power unit of 900 MW. Ebasco Services, PPC's consultant 
in connection with the nuclear powerplant, has contracted to pre- 
pare a feasibility report, select a site, and determine the plant's 
optimum size and reactor type. 


The Hellenic Industrial and Mining Investment Company (HIMIC) 
awarded construction and supply contracts for the first two units 
of its petrochemical complex (to be established near Messolonghi), 
a 70,000 ton/year capacity, $40 million, low-density polyethylene 
unit and a 50,000 ton/year capacity, $88 million, high-density 
polyethylene unit to the British firms SIM-CHEM and C. J. Brown, 
respectively. The British firm Imperial Chemical Industries will 
provide the technology for the first unit and the American firm 
Union Carbide for the second. The foreign exchange component of 
the two plants will be financed by a $150 million loan HIMIC re- 
cently obtained from the British institutions ECGD and Lloyds 
Bank International. The British firm, Foster Wheeler Ltd., and 
the Italian firm, Foster Wheeler Italiana, will provide technical 
supervision and coordination for both units. HIMIC has also 
signed ethylene supply contracts with the west European firms, 
Napthachimie and Dow Chemicals Europe. The following two sections 
include some other less important potential areas for the export 
of services. 


The United States retains about a_5 percent share of the Greek im- 
port market. The U.S. share of the Greek import market, which 


peaked at 8.4 percent in 1976, declined to 6.1 percent in 1978 
(revised figure), 5.7 percent in 1979, and 4.9 percent during the 
first 9 months of 1980. In value terms, U.S. exports to Greece 
increased -from $411.8 million in 1976 to about $467.5 million in 
1979. During the 1977-79 period, food products and live animals 
accounted for about one-third of U.S. exports to Greece, with 
corn the most significant commodity. Machinery and transport 
equipment, which dominated U.S. exports to Greece during the 1967- 
76 decade, declined to an average 22 percent share for 1977-79. 
Imports of these capital goods continued declining in 1980 from a 
27.9 percent share during the first 9 months of 1979 to a 25.5 
percent share during the same period in 1980. Imports of machinery 
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and transport equipment, which have been hampered by Greek cut- 
backs in major projects resulting from anti-inflationary policies 
and continuing stagnation in the country's domestic and foreign 
investment sectors, are expected to recover somewhat in 1981 asa 
result of greater investment outlays this year. 


American firms will continue to face stiff competition from Euro- 


pean firms, which enjoy the advantages of geographic proximity 


and thus lower transport costs as well as an increased tariff edge 
resulting from Greece's full EC membership. In addition, many 


Greek importers have suggested that American prices continue to 

be noncompetitive in certain sectors--in a market where price is 
the prime factor--and others complain about problems with after- 
contract service from U.S. firms. Nevertheless, Greece's EC mem- 
bership could also open new opportunities for American firms will- 
ing to compete aggressively since (a) Greece's cumbersome import 
licensing system is being substantially dismantled in accordance 
with EC requirements, and (b) the need to upgrade the quality and 
technical level of its products for the European market may force 
Greek firms to look to the U.S. for high-technology capital. equip- 
ment. U.S. branch-banks located in Greece's three commercial 
centers--Athens, Piraeus and Thessaloniki--can also facilitate U.S. 
company efforts to enter and develop Greek markets. 


Aircraft, avionics, and air traffic control equipment have excel- 
lent sales prospects in Greece. Gradual renovation of Olympic 
Airways' short-, medium-, and long-range fleet, aimed at replacing 
obsolete and uneconomical aircraft and at expanding international 
operations, offers export opportunities for passenger aircraft. 
Rising living standards, the need for business efficiency, the 
requirements for crop improvement, and the slow proliferation of 
aeroclubs are bound to expand Greece's modest general aviation 
fleet, including opportunities for the sale of crop spraying and 
other light aircraft. Greece's traffic control system will be 
overhauled and automated on the basis of a study prepared by the 
Federal Aviation Administration (FAA). 


The proposed new international airport for Athens at Spata pre- 
sents another opportunity for exports of a variety of U.S. equip- 
ment and services. Modernization and electrification of Greek 
railways and the proposed construction of a subway in the capital 
area could generate demand for electric rail cars, automation and 
signaling equipment, as well as tunnel-boring equipment. Because 
Athens' growth as a center for Middle East regional marketing 


> 
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operations and Piraeus' expansion as a shipping center require im- 
proved telephone, telegraph, and telex facilities, the Greek 
Government-controlled Hellenic Telecommunications Organization 
(OTE) has an ongoing program to update and expand its facilities. 
OTE's plans provide for the annual installation of 200,000 sub- 
scriber lines, including a total of 100,000 toll lines over the 
next 5 years, and Pulse Code Modulation (PCM) and carrier equip- 
ment. OTE's overall program will also include an International 
Maritime Satellite Organization (INMARSAT) station, a conventional 
ship-to-shore communications system, transmitters, receivers and 
antennas for the existing coastal stations, a land mobile tele- 
phone system, an electronic pair system, radio relays, and other 
communications equipment. Prospects are also bright for sales of 
goods and services in connection with proposed lignite-burning, 
steam coal-burning, and hydroelectric power-generating units; 
solar, wind, biomass, and geothermal power units; and a nuclear 
powerplant. 


World Bank (IBRD) supported projects in Greece are another outlet 
for the furnishing of U.S. goods and services, especially in the 


fields of technical education, vocational training, irrigation, 
reclamation, forestry development, and sewage disposal. 


The Greek Government's continued emphasis on mineral exploration 
and rapid development of the minerals sector offers added sales 
and investment opportunities to firms in this field. However, U.S. 
suppliers of mining equipment, such as dump trucks, loaders, and 
other earth-moving equipment, face increased competition from EC 
suppliers since mining companies bringing such equipment from 
non-EC countries will no longer be granted duty-free status. 
Duties will be increased gradually until they reach the level 
prevailing in the Common Customs Tariff of the EC. U.S. firms 
are already selling mining equipment on an ongoing basis to local 
producers of bauxite, nickel, magnesite, mixed sulfides, and in- 
dustrial minerals. New projects aimed at the vertical upgrading 
of economically exploitable mineral reserves which offer addi- 
tional opportunities for marketing U.S. mining equipment include: 
(1) an $85 million asbestos fiber plant in Kozani sponsored by 
MABE S.A., scheduled for startup operations in April 1981, in 
which the International Finance Corporation (World Bank) is pro- 
viding $11 million in the form of a $8 million loan and $3 million 
equity (8.5 percent) participation; and (2) a $65 million high- 
carbon ferrochromium plant near Volos sponsored by Hellenic Ferro 
Alloys S.A., being built by the Finnish firm Outokumpu Oy, and 
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scheduled to begin operations early in 1983. Other mineral proj- 
ects offering investment opportunities are discussed in the follow- © 
ing section. 


Located near the land connection of Europe, Asia, and Africa, 
Greece has historically enjoyed close cultural and commercial ties 
with the countries of the Middle East and Africa. Since 1975, 
when Lebanon started to experience a period of prolonged and con- 
tinuing disarray, about 200 American companies have taken advantage 
of Greece's favorable location by establishing regional marketing 
offices in Athens. They are attracted by Greece's proximity to 
Middle Eastern markets, as well as its telecommunications, air 
transportation, and postal links. In. addition, through Law 89/67, 
the Government grants incentives to foreign enterprises estab- 
lished in Greece conducting business outside of the country by 
exempting them from significant customs duty, corporate tax, and 
other liabilities. In 1980, U.S. exports to the Middle East and 
North Africa totaled $15.3 billion. 


New investment law provides significant incentives. Regional de- 
velopment incentives for both domestic and foreign investors such 


as nonrepayable investment grants, tax concessions, subsidies of 
interest rates on public bond and bank loans, and accelerated de- 
preciation on fixed asset investment are contained in Law 1116/81 
which went into effect in early 1981. The most important feature 
of the new law is the availability of grants covering up to 50 
percent of investment expenditure and linked with the EC's Regional 
Development Fund (FEDER) financing. Law 1116 is designed to con- 
form to the EC system within the context of Greece's EC membership 
and to stimulate lagging foreign and local investment. It intro- 
duces a series of innovations and changes aimed at correcting the 
weaknesses and promoting the effectiveness of Greek economic de- 
velopment legislation and improving the Greek investment climate. 
In 1979, the Greek Government estimated that U.S. investment ac- 
counted for $320 million of the $1.4 billion foreign investment in 
Greece. 


Although a majority of shares in any company involved in the min- 
erals sector would be held by Greek nationals, some of the most 
promising immediate investment opportunities in Greece are related 
to the following projects: (1) a $300 million lead-zinc-sulphuric 
acid metallurgical complex in northern Greece sponsored by Aegean 
Metallurgical Industries Ltd. (METBA), an Hellenic Industrial 
Development Bank (ETBA) subsidiary for which interested foreign 
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firms have been invited to submit supply, participation, and design 
proposals; (2) a $400 million alumina plant, for which intergovern- 
mental discussions have been held with the U.S.S.R., the EC, Po- 
land, and Finland, and private efforts have also been directed 
towards the EC and the U.S.; (3) a 330,000 to 380,000 ton/year 
capacity, $100 million ammonia and urea plant at Nea Karvali, near 
Kavala, sponsored by the Hellenic Ammonia Industry S.A. (EVIAM); 
and (4) production facilities for ferroalloys, including ferro- 
nickel and ferromanganese. Of possible interest in the future is 
a $200 million stainless steel plant to be fed with Greek ferro- 
chromium and ferronickel being planned by HIMIC. 
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